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Federal Low-Income Housing Tax Credits

1. In 1986, Congress created the Low-Income Housing Tax Credit Program
(“tax credit program™) under Section 42 of the Internal Revenue Code. The tax credit
program was a means of directing private capital toward the creation of affbrdable rental
housing. Housing tax credits, which provided a dollar-for-dollar reduction of federal
income tax liability, created an incentive for owners and investors to make an equity
contribution to the development of rental units for low-income households. Such equity
capital made it possible to reduce the debt service and related expenses necessary for the
development, which, in turn, made it possible to provide units at lower rents.

2. | The ownership of a tax credit development was almost always vestedina
limited partnership. Such a limited partnership was comprised of a general partner, which
typically owned 0.01% of the limited partnership, and a limited partner, which typically
owned 99.99% of the limited partnership. The general partner was usually an entity
owned by the developer and was responsible to the limited partner for the day-to-day
operations of the partnership’s business and legally liable for the consequences of those |
operations. The limited partner was usually an investor in the partnership’s business.
Prior to closing a construction loan and beginning construction, the tax credit applicant
(“applicant” or “developer”) was commonly both the general partner and the limited
partner in tﬁe development owner. Upon obtaining a construction loan, the applicant

typically finalized negotiations with a large financial institution that would purchase the
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limited partnership interest primarily to obtain the tax credits that had been awarded to the
partnership. The sale of equity held by the limited partnership interest provided the
applicant with the funds necessary to build the project. The applicant was then able to
profit through fees it charged the new owner for development (“development fees™) and,
in some cases, for construction and management of the property.

3. Housing tax credits wére available for newly-constructed and slubstantially
rehabilitated residential rental units, a certain percentage of which had to be rent-
restricted and occupied by low-income tenants. Every year, the federal government
allocated a fixed amount of tax credits to each state based on population. Each state
awarded its credits through a designated housing crédit agency in accordance with a
Qualified Allocation Plan and Rules (“QAP”). In Texas, the Texas Department of
Housing and Commuﬁity Affairs (“TDHCA”) was respbnsible for administering the tax
credit program. The TDHCA awarded two kinds of housing tax credits: nine percent
credits (“9% credits™) and four percent credits (“4% credits™). It awarded 9% credits for
developments that were not federally subsidized and 4% credits for developments
financed with tax-exempt private activity bonds. The séle of the 9% credits, standing
alone, and the sale of the 4% credits, in combination with low-interest, loﬁg—term tax-
exempt bonds, provided the necessary equity to build, equip, ylease and operate affordable

rental communities for low-income households.
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4. The QAP contained non-waivable site and development restrictions
applicable to both the 9% and 4% tax credit applications. Specifically, the QAP capped
tax credit allocations at $1.2 million per development and $2 million per applicant,
developer, related party or guarantor in any application round. Additionally, beginning in
2004, the QAP provided that the TDHCA could allocate tax credits to more than one |
development in the same calendar year only if the developments were, or would be,
located more than one linear mile apart (“one-mile/one-year rule”). The purpose of these
restrictions was to prevent a glut of low-income housing in the same neighborhood and to
provide a more competitive tax credit financing system.

5. The TDHCA awarded 9% tax credits through a competitive application
process using a point-based scoring system. To obtain the credits, the development had to
meet all QAP threshold requirements and score high on the QAP selection criteria, which
were based on the following factors:

. the financial feasibility of the development based on supporting

financial data that included a project underwriting pro forma from
~ the permanent.or construction lender;

. quantifiable community participation with respect to the
development;

. the income levels of tenants of the development;

. the size and quality of the units;

. the commitment of development funding by local political
subdivisions; o
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. the level of community support for the application, evaluated on the
basis of written statements from elected officials;

. the rent levels of the units;

. the costs of developmeﬁt by squar‘e foot; and
. the services to be provided to the tenants of the development.
6. The QAP assigned a specific number of points, positive and negative, for

each seléction cﬁteﬁa item. For example, with respect to community support, the QAP
awarded three points for each letter of support from a state elected official who
represented constituents in the area where the development was located. Conversely, the
QAP deducted three i)oints for each letter of opposition. Due to strong competition for
the 9% credits, the TDHCA awarded or refused credits on a narrow margiﬁ of points.
Accordingly, points for support letters from state and local elected officials were
determinative in some instances.

7. The TDHCA awarded 4% tax éredits through a non-competitive applieation
process using a lottery. To obtain the credits, a developer had to finance a portion of its
development with tax-exempt private activity bonds. Because federal law limited the
amount of bonds each state could issue in a year, known as the “state ceiling,” Texas
created the Bond Review Board (“BRB”) to allocate the amount in an equitable and
efficient way. Thus, the 4% tax credit financing involved both the BRB and the TDHCA

as follows:
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a. Inducement. The developer first sought an inducement for the
issuance of bonds from either the TDHCA or a local issuel;, such as the City of Dallas
Housing F inance Corporation (“DHFC”). Upon inducément, the issuer applied to the
BRB for a portion of the state ceiling, known as a reservation.

b.  Reservation. The BRB granted reservations by priority and lottery
during each’calendar year. The issuer had to close the bond transaction within 150 days

‘of the reservation date or the reservation was cancelled. During the 150-day period, the
issuer had to conduct a public hearing and review the applicant’s full application for
specific criteria. If the issuer approved the application, it notified the BRB of ifs intent to
issue bonds. When the BRB approved the issuance, the issuer scheduled a closing date
for the bond transaction.

C. Application. Once the BRB issued a reservation, the developer
submitted its application for 4% tax credits to the TDHCA. As part of the application, the
development had to provide the TDHCA with certain financial information regarding the
development’s proposed budget, including an estimate of the developer’s fee, which was
statutorily set at fifteen percent of the development budget. The TDHCA made these'
financial pro forma estimates publicly available on the Internet. In addition to financial
information, the TDHCA required developers to submit, among other things, the
following documents in support of their applications (all of which, except for the

supportive services contract, were required for the 9% applications as well):
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i. a certification that the developer would attempt to ensure that
at least thirty percent éf the construction and management bﬁsinesses with which it
contracted with respect to the development were minority-owned, also known as
historically underutilized businesses (“HUBs”);

ii. a letter from the City Manager or other City official with
jurisdiction over zoning matters stating that the area in which the development was to be
loéated was zoned for the proposed ﬁse or that the developer was in the process of
seeking the appropriate zoning;

iii.  beginning in 2004, if the development was located in a
municipality that had more than twice the state average of units per capita supported by
housing tax credits or private activity bonds, as did the City of Dallas, a resolution from
the City Council approving the development and a written statement of support

authorizing an allocation of housing tax credits for the development;

iv.  if the development was located within one linear mile or less
from another development that served the same type of household and received a tax
credit allocation for new construction during the three-year period preceding the date of
the development owner’s application (“one-mile/three-year rule”), a resolution from the

City Council approving the development; and

V. an executed agreement with a qualified service provider for

the provision of special supportive services that would not otherwise be available to the
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tenants free of charge suéh as child care, transportation, basic adult education, computer
facilities, legal assistance, counseling services, General Education Degree preparation,
English as a second language classes, vocational training, home buyer education, credit
counseling, financial planning assistance or courses, health screening services, health and
nutritional courses, organized team sports programs, youth programs, scholastic tutoring
and social events and activities. |

d. Determination. If an affordable housing developmént met all QAP
requirements, the TDHCA’s Board of Directors issued a Determination Notice in which it
committed to issuing 4% tax credits to the developer.

8. Oftentimes, developers would partner with certified Community Housing
Development Organizations (“CHDOs”) and receive property tax exemptions on their
multifamily projects. A CHDO was a private non-profit, 501(c)(3)-status community-
based service organization, a purpose of which was to provide decent,bétfordable housing -
for the community it served.y A property tax exemption was available for affordable
housing de&elopments located on CHDO-owned property and financed with tax-exempt
private activity bonds or low-income housing tax credits. Thus, a developer who
partnered with a CHDO could take advantage of this exemption and pass along the tax
savings to low-income tenants in the form of reduced rents. Only government-certified

CHDOs were eligible for the exemption.
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9. As noted above, a developer had to obtain the City of Dallas’ approval on
various matters to receive tax credit financing. By the time a tax credit project reached
the City Council for final appfoval, the dgveloper typically had invested a substantial
amount of its own money into the project. If the City of Dallas rejected the use of tax
credits, the developer suffered a significant financial loss because such funds could not be
recouped.

The City of Dallas

10.  The City of Dallas (“City”) was an incorporated unit of local government
and a political subdivision of the State of Texas that received over $10,000.00 in federal
funds annually in the fiscal years 2003 and 2004. The City was a home-rule municipality
that operated pursuant to a charter (“City Charter”). The City Charter provided for a City
Council/Manager form of government in which the Dallas City Council (“City Council”
or “Council”) was the legislative and policy-making body and the City Manager was the
chief administrative and executive officer. The City Charter also provided for a legal
department headed by the City Attorney.

1'1. The City Council was comprised of fifteen members elected.by voters in
non-partisan elections. Fourteen members, Places 1 through 14, were elected from
single-member districts and served two-year terms. The mayor, Place 15, was elected at-
large and served a four-year term. Council members had to be qualified voters of the City

and could not be in arrears on any City taxes or other liabilities due the City. Federal tax
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liens, bankruptcies and foreclosures, however, did not disqualify persons from serving on
the Council. In furtherance of their official duties, each City Council member i'cceived
the following:
. $37,500.00 in annual compensation (excluding the mayor);
. professional and secretarial assistance;
. office space at City Hall; and
. an individual officeholder account, intended for official purposes
only, funded annually according to the member’s position, ie., -
$26,000.00 for the mayor, $17,000.00 each for the mayor pro tem
and deputy mayor pro tem and $12,000.00 for each remaining
member.

12.  The City Council appointed the City Manager, who served an indefinite
term and was subject to removal by a two-thirds vote of the full Council. The City
Manager was responsible for implementing City policy and handling the City’s daily
administrative affairs. The City Manager supervised and directed almost all City
departments and appointed department directors.

13.  The City Council appointed the City Attorney, whov served an indefinite
term and was subject to removal by a two-thirds vote of the full Council. The City
Attorney’s duties included representing the City in all litigation and controversies and
being the legal adviser to the City Manager, City Council and its committees, official City

boards and commissions and all City officers and employees regarding any legal question

involving any official duty or legal matter pertaining to the City’s affairs. .
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14.  City Council members appointed persons to serve on various City boards
and commissions. One such commission, the City Plan and Zoning Commission
(“CPC™), was responsible for holding public hearings on zoning changé applications and
making recommendations thereon to the City Council, which approved or denied the
applications. Each Council member appointed one person to the CPC to represent his or
her district (“plan éommissioner”) for a two-year term. Plan commissioners had to be
qualified voters of the City and could not be in arrears oﬁ any City taxes or other
liabilities due the City. Federal tax liens, bankruptcies and foreclosures, however, did not
disqualify persons from serving on the CPC.

| 15.  The City Council had standing committees that were responsible for
reviewing matters within their jurisdiction that the City Council or City Manager referred
to them. The mayor appointed at least three Council members, including a chair and vice
chair, to serve on each committee. The Housing and Neighborhood Development
Committee (“HNDC”) was responsible for reviewing housing-related issues and the
Business and Commerce Committee was responsible for reviewing area redevelopment
issues.

16.  The City conducted business through more than thirty departments. The
departments that frequently dealt with affordable housing and urban revitalization were:
a. Qe_ygl_ms_er_v_igﬁ. The Development Services Department was

involved in the private development process in Dallas. It provided permit and plan
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review and approval and inspection services. This department reviewed zoning change
applications and briefed both the CPC and the City Council on such applications.

b. Housing. The Housing Department offered a variety of housing
programs to assist Dallas residents. Through such programs, it sought to increase home
ownership and affordable housing opportunities, especially for low-income families. This
department reviewed low-income housing tax credit applications and briefed both the
HNDC and the City Council on the applications.

c. Office of Economic Development. The Office of Economic
Development oversaw the Area Redevelopment Program, which used Tax Increment
Financing (“TIF™) districts to enhance infrastructure and services in designated areas.
Under state law, the City was allowed to create TIF Districts/Reinvestment Zones to use
the increased tax value of land from a proposed development toward financing public
improvements in the reinvestment zone. This department reviewed TIF project
applications and briefed both the Business and Commerce Committee and'the City
Council on such applications and other TIF-related issues.

17. When a City department wanted City Council action on a matter, it drafted
an agenda information sheet which included: (a) the type of approval or authorization
sought; (b) background information, including the basis for the request; (c) any prior
action or review of the matter by the Council or designated standing committee, board or

commission; (d) the department’s recommendation; and (e) the financial impact, if any,
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on the City. Each department submitted its agenda information sheet to a supervising
Assistant City Manager for review and approval for placement on the Council’s agenda.
Each department then electronically sent its agenda information sheet to the City
Manager’s agenda coordinator, who compiled all department submissions onto a hard
copy and distributed the agenda to the Council members.

18.  The City Council routinely met on the sécond and fourth Wednesdays of
each month to consider and vote on the agenda (“agenda meetings™). The Council
evidenced its official actions through written ordinances and resolutions, the passage of
which generally required; at a minimum, an afﬁrmatiife vote of a majority of the members
present. Because the Council was divided into fourteen single-member districts, each
member had significant influence over City actions that éffeéted his or her district as
Council members generally ’afforded one another great deference in such matters. For
example, if a Council member moved to postpone a vote on a de{/eloper’s zoning change
application with respect to property in his or her district, all other Council members
would typically adopt the motion without question. Likewise, if a Council member
moved to deny a resolution for tax-exempt bond and tax credit financing for a housing
project in his or her district, the Council would typically 'deny the resolution. Such
.u‘nwritten protocol was folloWed by the CPCv as well.

19.  City Council members and their appointees owed a duty to act in the best

interests of the public they served. To that end, state and municipal law prohibited City
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officials from using their positions for their own personal gain. Such laws, which were
intended to protect the public good, addressed the following matters:

a. Conflicts of Interest. Texas Local Government Code § 171.004, City
Charter Chapter I11, § 10, City Codé of Ethics Chapter II, § 12A-3, and City Cbuncil Rule
of Procedure 4.3 prohibited Council members from voting on matters that would likely
affect their own, or a family member’s, financial interests. A Council member who had a
conflict of interest was required to recuse himself or herself, file a sworn Disclosure of
Conflict Statement, and abstain ﬁom all further participation with respect to the matter,
including discussions with other Council members. Upon recusal, a member was
required to leave the Council chamber during all discussions and votes on the matter. The
City Code of Ethics required all City officials and employees, not just Council members,
to disclose any and all conflicts of interest and to refrain from participation in matters in
which they had a conflict. The effectiveness of these provisions was dependent on
conscientious self-policing by the City ofﬁcials”and employees themselves.

b. Misuse of Official Information. Texas Penal Code § 39.06
prohibited City officials from using information which was not publically available and to
which they had access by virtue of their official positions for the purpose of:

. acquiring or aiding another to acquire a pecuniary intérest in

any property, transaction, or enterprise that may have been
affected by the information; or

. speculating or aiding another to speculate on the basis of the
information.
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City officials were also prohibited from disclosing or using such information for non-
governmental purposes with the intent to obtain a benefit or to harm or defraud another.
An offense under these provisions was a felony.

C. Bribery. Texas Penal Code § 36.02 prohibited City officials from
intentionally or knowingly offering, conferring, or agreeing to confer on another, or.
soliciting, accepting, or agreeing to accept from another:

. any benefit as consideration for the recipient’s decision,

opinion, recommendation, vote, or other exercise of discretion
as a public servant; or

. any benefit that was a political contribution, if the benefit was

offered, conferred, solicited, accepted, or agreed to pursuant
to an express agreement to take or withhold a specific
exercise of official discretion if such exercise of official
discretion would not have been taken or withheld but for the
benefit.

An offense under this provision was a felony.

20.  The City Council approved and authorized the creation of the City of Dallas
Housing Finance Corporation (“DHFC™) to issue tax-exempt bonds for the development
of affordable rental housing in Dallas.

a. City Council Approval. Under the Internal Revenue Code, 26 U_.S.C.
§ 147, and the DHFC’s Articles of Incorporation and Bylaws, the DHFC was required to
obtain City Council approval to issue tax-exempt bonds to finance multifamily

developments that served low- and moderate-income populations with special needs, such

as senior independent and assisted living developments and housing for persons with
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acquired immune deficiency syndrome (“AIDS”) or other disabilities. On October 8,
2003, the City Council authorized the DHFC to amend its multifamily policy to
‘incorporate specific criteria for determining whether to grant an exception for tax-exempt
bond financing for new construction of multifamily developments for persons other than
specials needs populations (“multifamily project review criteria”). The City Council used
the multifamily project review criteria to decide whether such a development was in the
City’s best interest and whether to approve bond financing for the project. In 2004, the
Council ektended the use of such criteria to its consideration of TDHCA‘ applications for

tax credits.

b. Walker Consent Decree. As a result of the federal complaint filed in

Walker v. United States Department of Housing and Urban Development et al., case
number 3:85-CV-1210-R, the United States Department of Housing and Urban
Development (“HUD”) and the Dallas Housing Authority entered into a consent decree
under which they agreed to implement a plan to address certain housing issues raised in
the Walker lawsuit (“Walker Consent Decree”). Included in such plan was a requirement
that the City provide a specified number of housing units for low-income families. In
accordance with the Walker Consent Decree, the DHFC’s multifamily program policy
required at least two percent, but not more than twenty percent, of a project’s units be set
aside and rent-restricted for very low-income tenants (“Walker unit set aside

requiremen ). Although the Walker Consent Decree was dissolved on August 12,2003,
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the City Council did not authorize the DHFC to remove the Walker unit set aside
requirement from its multifamily program policy until April 27, 2005.
21.  The City Council established the Housing Authority of the City of Dallas,
Texas (“DHA”) to administer housing assistance programs pursuant to the United States
Housing Act of 1937, 42 U.S.C. § 1437. The DHA was a political subdivision of the
State of Texas and was exempt from state property taxes. Although it was governed by a
five-member board of commissioners appointed by the mayor, the City had no other
involvement in DHA operations. The DHA received most of its funding from HUD. It
provided affordable housing to low-income families and individuals through public
housing developments and rental assistance programs.
a. Single Room Occupancy Program. The DHA administered the
Singie Room Occupancy (“SRO™) program, which provided rent subsidies for homeless
peréons in connection with the moderate rehabilitation of SRO dwellings. An SRO
dwelling contained units for occupancy by one persoﬁ. Under the SRO program, the
DHA made Section 8 rental éssistance payments to participating owners on behalf of
homeless individuals who rented the rehabilitated dwellings. Owners were compensated
for some rehabilitation costs as well as costs of owning and maintaining the property.
SRO projects were also eligible for housing tax credits.
b. Partnerships with For-Profit Entities. In 2004, for the first time since

its inception, the DHA partnered with for-profit entities on two tax credit projects to
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develop affordable housing communities in Dallas. Under that scenario, the DHA was to
benefit from th¢ for-profit entities’ business knowledge, fiscal strength and professional
contacts and the for-profit entities were to benefit from the DHA’s property tax
exemption.

22.  Other federal funds were available to the City for the development of
aﬁ"ordable housing and urban revitalization, which inciuded the following:

a. Community Development Block Grants. Each year HUD granted
entitlement funds, known as Community Deveiopment Block Grants (“CDBG™), to local
governments for the development of urban communities that would benefit low- and
moderate-income persons. To receive its annual grant, the City was required to submit an
application and consolidated plan to HUD, explaining how the City intgnded to use the
funds. HUD determined the grant amount using a formula that took into account the
targeted community’s poverty level, population and expected population growth, housing
overcrowding and housing age. Although the City was permitted to develpp its own
programs and funding priorities, it had to use at least seventy percent of the grant funds
for activities that benefitted low- and moderate-income persons. A developer that was
awarded CDBG funds for its affordable housing development could receive up to
fourteen points on its 9% application for housing tax credits.

b. Economic Development Initiative Grants. HUD awarded Economic

Development Initiative (“EDI”) grants to local governments for use in projects assisted by
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the CDBG program’s Section 108 Loan program (“Section 108™). Section 108 allowed
local governments to transform a portion of their CDBG funds into federally-guaranteed
loans for urban revitalization projects. Grant funds could be used to pay for certain pre-
development costs, such as site preparation and infrastructure improvements. To receive
EDI grant money, local governments submitted project-specific requests for federal
funds, known as earmarks, to be inchided in HUD’s annual appropriations bill.

23.  Private grants were also available for real estate development projects
dedicated to neighborhood improvements and decent, affordable housing in the City of
Dallas. The Real Estate Council Foundation (“TREC”), a non-profit organization that
Supported neighborhood revitalization and economic development, awarded grants to
local non-profit 501(c)(3) organizations to support community renewal and development.
Social service organizations that had real estate components, such as Comﬁmity
Development Corporations, were considered affinity organizations and were prime grant
recipients.

24.  The City made bond funds available to private developers for infrastructure
improvements for single-family affordable housing developments under the 2003 General
Obligation Bond Capital Improvement Program (“2003 Bond Prpgram”). The 2003 Bond
Program, which authorized the issuance of more than $550 million in general obligation
bonds for various public improvement programs, was implemented over a four-year

period. The City’s Housing Department issued Requests for Applications to solicit
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proposals from developers for single-family affordable housing development
infrastructure improvements and, in February 2005, the City Council approved the use of |
over $2 million in bond funds for four projects.

25.  Pursuant to the 2003 Bond Program, each district was allotted $3.9 million
in discretionary funds for improvements to or construction of streets, park and recreation
facilities, flood protection and storm drainage systems and City facilities. As the funds
were discretionary, each Council member could use their district’s funds for projects of
their own choosing, subject to full Council approval.

26.  The City Council created the Dallas Police and Fire Pension System
(“DPFP System” or “System”) to provide retirement benefits to the City’s uniformed
public safety employees. The Texas legislature codified the Systém under Article 6243a
of the Texas Revised Civil Statues. The DPFP System, which included the Supplemental
Police and Fire Pension Plan, was a single employer-defined benefit plan under Section
401(a) of the United States Internal Revenue Code. A Board of Tmsteeé, which was
comprised of Dallas City Council members and active and retired police ofﬁce;'s and
firefighters, was responsible for administering the System, including investing pensibn
assets and awarding and disbursing pénsion benefits. The Trustees had authority to invest
pension assets in real estate development projects if they deemed the investment prudent
and in the System’s best interest. All DPFP System Trustees owed a fiduciary duty to,

and were required to act solely for the benefit bf, the pension plan and its members and
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beneficiaries. If a Trustee had a direct or indirect substantial interest in a business entity
or real property being considered by the Board or had any obligation that would otherwise
create a substantial conflict with the proper discharge of the Trustee’s fiduciary duties, the
Trustee was required to disclose to the Board, via affidavit, the nature and extent of such
substantial interest or conflict and recuse himself or herself from participation in the
matter.
The Defendants

27. Defendant Donald W. Hill, also known as Don Hill (“Hill”), was an agent
of a local government who was elected to the Dallas City Council, Place 5, in 1999, and
re-elected to the same position in 2001, 2003, and 2005. During his tenure on the
Council, Hill served as mayor pro tem, deputy mayor pro tem, vice ché,ir of the Business
and Commerce Committee, chair of the Finance and Audit Committee and a member of
the Comprehensive Plan Committee. He was also a DPFP System Trustee.

28.  Defendant D’ Angelo Lee (“Lee”) was an agent of a local government who

~ was nominated to the City Plan and Zoning Commission by Hill in August 2003. On

October 1, 2003, the City Council appointed Lee the plan‘commissioner for District 5 for
a term that expired on August 31, 2005. Lee was a principal in the 825 Company and a
hidden partner in RA-MILL, LLC, Kiest General, LLC, Kiest Blvd., LP and The LKC
Dallas.

29. Defendant Sheila D. Farrington, also known as Sheila Hill
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(“Farrington™), was Hill’s mistress, and later wife, and the principal of Farrington &
Associates, which she created to funnel money from affordable housing-dévelopers to
Hill and Lee.

30. Defendant Brian L. Potashnik was a real estéte developer and the founder,
president, and a principal of Southwest Housing Development Company, Inc. (“SWH”).
SWH and its affiliates, which included Affordable Housing Construction and Southwest
Housing Management Corporation, were for-profit corporations that developed, built and
managed affordable housing projects in South Dallas. SWH relied heavily on tax-exempt
bonds and housing tax credits to finance its developments. Consequently, the City
Council’s approval of SWH’s zoning charige applications and use of tax credit financing
was crucial to its success. Rosemont at Laureland and Rosemont at Scyene were SWH
tax credit projects that were located in District 5. A portion of Rosemont at Laureland
was also located in District 8. On Hill’s motion, the City Council approved resolutions
supporting TDHCA tax-ekempt bonds and 4% tax credits for both projects on October 27,
2004. The bond and tax credit applicatioﬁs for Rosemont at Laureland and Rosemont at
Scyene were in direct competition with the bond and tax qredit applications for two other
projects located in District 5, Dallas West Village and Memorial Park Townhomes, which
were being proposed by another affordable housing developer known to the Grand Jury
(“Developer”). In 2004, the City Council also approved resolutions supporting TDHCA

tax-exempt bonds and 4% tax credits for two other SWH tax credit projects, Cherrycrest
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Villas and Arbor Woods.

31.  Defendant Cheryl L. Potashnik, also known as Cheryl L. Geiser, was
Brian L. Potashnik’s spouse, the chief operating officer and a principal of SWH and the
president and a principal of Housing Services Incorporated, formerly known as Housing
Services of Texas (“HST”). HST was a private non-profit corporation that provided
tenant supportive services within affordable housing communities. SWH used HST as
the supportive services provider for almost all of its affordable housing projects. The
City of Dallas certified HST as a CHDO on March 11, 2004.

32.  Defendant Gladys E. Hodge, also known as Terri Hodge (“Hodge”), was
an agent of a state government who was elected to the Texas House of Representatives,
District 100, in 1996, and re-elected to the same position in 1998, 2000, 2002, 2004 and
2006. Hodge, who served on HST’s Board of Directors, resided at Rosefnont at
Arlington Park, a SWH affordable housing community, beginning in April 2002. Hodge,
acting in her official capacity as a state representative, submitted letters to the TDHCA in
support of SWH tax credit projects located in her district and sought the support of other
elected officials for SWH projects located in other districts.

33.  Defendant Darren L. Reagan, also known as Dr. Darren L. Reagan
(“Reagan’), was the chairman and chief executive officer of the Black State Employees
Association of Texas (“BSEAT”) and the BSEAT Community Development Corporation,

Inc. (“BSEAT CDC”). Despite their names, neither BSEAT nor the BSEAT CDC was
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officially related to any group of Black, or African-American, state employees. Reagan,
working in agreement with Hill and Lee, sought consulting agreements from Developer,
who sought City Council approval of zoning change applications and the use of tax
credits in connection with the development of affordable housing projects in Districts 5
and 8.

34.  Defendant Allen J. McGill (“McGill”) was the president and vice
chairman of BSEAT and the BSEAT CDC. McGill attempted to benefit from consulting
agreements with Developer.

35. Defendant Jibreel A. Rashad, also known as Vernon Cooks, Jr.
(“Rashad”), was a principal of Rashad Investments, Inc. and Rashad-Millennium LLC,
also known as RA-MILL, LLC (“RA-I\/IILL;’). Rashad sought construction subcontracts
from Developer. |

36. Defendant Rickey E. Robertson (“Robertson”) was a licensed automobile
dealer who purchased vehicles under the business name Millenium Investments Group.
Robertson was also a principal of RA-MILL and sought construction subcontracts from
Developer.

37. Defendant Andrea L. Spencer, also known as Toni Fisher and Toni
Thomas (“Spencer™), held herself out as RA-MILL’s business manager and was a
principal of Article IV Development (“Article IV”") and the LCG Development Group,

also known as the Lynnea Consulting Group (“LLCG™). Spencer, who claimed that the

Indictment - Page 24




Cagg kW07 Q%5 m PRAUNeaLePl FilSIPIRIRI0 paba%s 20 L 68

LCG was a minority- and women-owned business enterprise (“M/WBE?”), sought
construction subcontracts on SWH affordable housing projects in Districts 3, 5 and 8.
Spencer was a partner with Lee and Ronald W. Slovacek in Kiest General, LLC, Kiest
Blvd., LP and The LK C Dallas, also known as The LKC Consulting Group (collectively,
“Kiest entities”). Lee, Spencer, and Slovacek formed the Kiest entities for the purpose
of developing real estate projects in South Dallas using public and private funds. They
operated the Kiest entities out of 1409 South Lamar, Suites 703 and 704, Dallas, Texas
(“the Lofts™).

38. Defendant Ronald W. Slovacek, also known as Ron Slovacek
(“Slovacek™), was a real estate developer and a principal of RON-SLO, Inc. (“RON-
SLO”) and Millennium Land Development, LLC (“Millennium Land Development”). He
sought construction subcontracts on SWH affordable housing projects in Districts 3, 5
and 8 Slovacek was a partner with Lee and Spencer in the Kiest entities.

39.  Defendant Kevin J. Dean (“Dean”) was the president and a principal of
Kevin Dean Asphalt Technology, Inc. (‘KDAT”), KDAT Developers, LLC, and Helping
Hand Programs, Inc. Dean sought concrete subcontracts from Developer on five projects
throughout the state, including a project in District 5, where a zoning change was needed.

40. Defendant John J. Lewis (“Lewis™) was an attorney and principal of Lewis
& Associates. Lewis sought an Attorney Consultation and Fee Agreement in connection

with the five projects on which Dean sought concrete subcontracts from Developer.
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Count Ten
Conspiracy to Commit Bribery Concerning a Local Government
Receiving Federal Benefits

(Violation of 18 U.S.C. § 371 (§§ 666(a)(1)(B) and 666(a)(2)))

A.  The Grand Jury hereby adopts, realleges and incorporates herein all
allegations set forth in the Introduction of this indictment as if fully set forth herein.

The Conspiracy and Its Objects

B. Beginning, at least, in or about August 2004, the exact date being unknown
to the Grand Jury, and continuing through on or about June 20, 2005, in the Dallas
Division of the Northern District of Texas, and elsewhere, defendants, Dénald W. Hill,
also known as Don Hill, D’ Angelo Lee, Sheila D. Farrington, also known as Sheila Hill,
Brian L. Potashnik, Cheryl L. Potﬁshnik, also known as Cheryl L. Geiser, Rickey E.
Robertson, also known as Rick Robertson, Andrea L. Spencer, also known as Toni
Fisher and Toni Thomas, and Ronald W. Slovacek, also known as Ron Slovacek, did
knowingly combine, conspire, confederate and agree with each other, and with others
known and unknown to the Grand Jury, to commit the following offenses against the
United States:

1. bribery concerning an agent of local government receiving federal
benefits, in violation of 18 U.S.C. § 666(a)(1)(B), that is, as an agent of a local
government that received benefits in excess of $10,000.00 in each of the one-year periods
beginning October 1, 2003, and October 1, 2004, pursuant to a federal program involving

a grant and other forms of federal assistance, to corruptly solicit, demand, accept, and
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agree to accept, in a transaction and series of transactions, something of value of
$5,000.00 or more from a person, intending to be influenced and rewarded in connection
with any business, transaction, and series of transactions of the City of Dallas; and

2. bribery concerning an agent of a local government receiving federal
benefits, in violation of 18 U.S.C. § 666(a)(2), that is, in a transaction and series of
transactions, to corruptly offer, give and agree to give something of value bf $5,000.00 or
more to a person, in connection with any business, transaction, and series of transactions
of the City of Dallas, with intent to influence and reward an agent of local government
that received benefits in excess of $10,000.00 in each of the one-year periods beginning
October 1, 2003, and October 1, 2004, pursuant to a federal program involving a grant
and other forms of federal assistance.

C.  The objects of the conspiracy included the following:

1. to unjustly enrich Hill and Lee though their corrupt sblicitation,
acceptance, and agreement to accept things of value in return for thgir performance of
official acts on the Dallas City Council (“City Council” or “Council”) and the Dallas City
Plan and Zoning Commission (“CPC”), respectively;

2. to influence and reward Hill and Lee by corruptly offering, giving
and agreeing to give things of value to them for their performance of official acts on the
City Council and the CPC, respectively, that would advance the business interests of

Brian L. Potashnik and Cheryl L. Potashnik;
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3. to use the office of City Council Member Hill and the office of Plan
Commissioner Lee, including staff members employed therein, to perform official acts to
advance the business interests of Brian L. Potashnik and Cheryl L. Potashnik;

4. to conceal the illegal nature of Hill and Lee’s solicitations for, and
acceptance of, various things of value through the preparation of sham written
agreements, the use of nominee companies, and the omission of material facts concerning
the financial benefits that were sought on behalf of, and received by, Hill and Lee, all to
ensure the continued existence and success of the conspiracy; and

| 5. to conceal the illegal nature of Brian L. Potashnik and Cheryl L.
Potashnik’s offer and remittance of various things of value through sham invoices, false
accounting entries, and the award of a construction contract to Hill and Lee’s associates.

Manner and Means of the Conspiracy
D.  The conspirators used the following manner and means, among others, to
carry out the objects of the conspiracy:

L. Asa member' of the City Council and certain of its coﬁmiﬁees, Hill
would and did provide official assistance to affordable housing developers Brian L.
Potashnik and Cheryl L. Potashnik, who sought City Council approval of their
applications for tax credit pfoj ects located in District 5.

2. As a plan commissioner of the CPC, Lee would and did provide

official assistance to affordable housing developers Brian L. Potashnik and Cheryl L.
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Potashnik, who SOught CPC and City Council approval of their applications for tax credit
projects located in District 5.

3. Hill and Lee would and did seek things of value for themselves in
return for providing official assistance to Brian L. Potashnik and Cheryl L. Potashnik.

The things of value included cash payments in the form of birthday party contributions,

~cash payments in the form of gifts to CHDOs, cash payments in the form of consulting

fees, and the award of construction contracts to Hill and Lee’s associates, Robertson,
Spencer and Slovacek.

4. Brian L. Potashnik and Cheryl L. Potashnik would and did offer
things of value to Hill and Lee to influence and reward them for their performance of
official acts that advanced Brian L. Potashnik and Cheryl L. Potashnik’s business
interests. The things of value included cash payments in the form of birthday party
contributions, cash payments in the form of gifts to CHDOs, cash payments in the form of
consulting fees, and the award of construction contracts to Hill and Lee’s associates,
Robertson, Spencer and Slovacek.

5. Hill and Lee would and did conceal their expected or actual receipt
of things of value by directing their associates, including Farrington, Spencer and
Slovacek, to form nominee companies that entered into sham agreements to receive
things of value sought‘by Hill and Lee while neither refefencing nor disclosing Hill’s and

Lee’s involvement in obtaining the agreements. The nominee companies included
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Fai'rington & Associates and the LCG.

6. When seeking things of value, Hill and Lee would and often did
require that agreements with the nominee companies be reduced to writing to make them
appear to be lawful agreements for professional and legitimate services when, in fact, the
sham agreements were for giving things of value to Hill and Lee and their designees in
return for official acts to be performed by Hill and Lee.

7. When offering things of value, Brian L. Potashnik and Chelfyl L.
Potashnik would and did require invoices from Farring’ton & Associates to make it
appear that the payments to Farrington & Associates were for professional and legitimate
services when, in fact, the sham invoices were for giving things of value to Hill and Lee
in return for official acts to be performed by Hill and Lee.

8. When offering things of value, Brian L. Potashnik and Cheryl L.
~ Potashnik would and did provide copies of other companies’ construction bids to
Spencer and Slovacek so they could structure their bids accordingly.

9. When seeking things of value, Hill and Lee would and did require
Brian L. Potashnik and Cheryl L. Potashnik to agree to certain sham deed restrictions,
such as increased levels of minority participation over QAP-mandated levels and City
Council designation of CHDO partners, to ensure that they and their associates would

benefit financially from SWH’s projects.
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10.  Inreturn for things of value, Hill and Lee would and did agree to
perform and did perform a pattern of ofﬁcial acts to promote and advance the business
interests of Brian L. Potashnik and Cheryl L. Potashnik, which included:

a. moving the CPC to recommend approval of zoning change
applications for SWH projects;

b. moving the City Council to accept the CPC’s
recommendations to approve zoning change applications‘ for SWH projecté and to pass
ordinances amending the City’s existing zoning ordinances;

C. moving the City Council to approve resolutions allowing the
construction of SWH projects under the QAP exception to the one-mile/three-year rule;

d. moving the City Council to approve resolutions supporting
the issuance of DHFC tax-exempt bonds and the allocation of 4% tax credits for the
construction of SWH projects; and |

€. moving the City Council to approve a resolution removing the
Walker unit set aside re(iuirement from the DHFC multifamily program policy.

Overt Acts
E. In furtherance of the conspiracy and to effect the objects thereof, Hill, Lee,
Farrington, Brian L. Potashnik, Cheryl L. Potashnik, Robertson, Spencer and
Slovacek committed, and caused to be committed, the following overt acts, among others,

in the Dallas Division of the Northern District of Texas, and elsewhere:
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Bribe Payments Concealed as Consulting Fees to Farrington & Associates

1. On or about August 11, 2004, Hill provided incomplete information
while requesting a legal opinion from the City Attorney’s office regarding the solicitation
of funds from present, past or potential City contractors for an “economic initiative” in
South Dallas.

2. On or about August 24, 2004, Hill scheduled a meeting with Brian
L. Potashnik and a person known to the Grand Jury (“Person A”) while there were SWH
tax credit projects in District 5 that needed City Council approval.

3. On or about September 2, 2004, Hill and Lee scheduled a meeting
with Brian L. Potashnik while there were SWH tax credit projects in District 5 that
needed City Council approval.

| 4. On or about September 21, 2004, Lee told Brian L. Potashnik that,
with respect to SWH’s tax crédit projects, Brian L. Potashnik needed to agree to certain
deed restrictions (“sham deed restrictions”), including admitting a CHDO designated by
the City Council into the ownership of each project and using at least forty percent
historically underutilized businesses (“HUBs”) for construction.

s. On or about September 21, 2004, Brian L. Potashnik agreed to sign
the sham deed restrictions.

6. On or about September 21, 2004, at approximatély 10:01 p.m., Brian

t

L. Potashnik asked Person A to deliver the sham deed restrictions and site plans for
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Rosemont at Laureland and Rosemont at Scyene to Hill and Lee, stating as follows:
“Please DO NOT let [a person known to the Grand Jury] know that D’ Angelo had
requested that we do this. Tell him we are adding this to the deed restrictions to help the
deal politically.”

7. On or about September 22, 2004, at approximately 11:00 a.m., Lee
received the sham deed restrictions, attached as “Addendum A” to the legitimate deed |
restrictions, along with a cover letter which stated: “2nd fax last page covers your request
.... Re you[r] discussions with Brian.”

8. On or aboﬁt September 22, 2004, at approximately 11:24 a.m., Brian
L. Potashnik received the following confirmation via email: “Two copies faxed to
D’ Angelo Lee with site plans and a complete set to Don Hill were deliveréd today at |
1lam.”

9. On 6r about October 20, 2004, Farrington faxed to Brian L.
Potashnik a sham consulting agreement between SWH and Farrington & Associates,
which required SWH to pay Farrington & Associates twelve monthly payments of
$14,583.00 each.

10.  Sometime on or before October 22, 2004, the exact date being
unknown to the Grand Jury, Brian L. Potashnik and Cheryl Potashnik agreed to the

sham consulting agreement between SWH and Farrington & Associates.
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11.  On or about October 22, 2004, Cheryl L. Potashnik signedeWH
check numbe; 13161 in the amount of $14,583.00, made payable to Farrington &
Associates, the stub of which referenced Cherrycrest Villas, Rosemont at Laureland, and
Rosemont at Scyene.

12. On or about October 22, 2004, Farrington filed a Certificate of
Ownership for Unincorporated Business or Profession for Farrington & Associates under
the Dallas Counfy Assumed Name Records.

13. On or about October 22, 2004, Farrington opened a First
Convenience Bank checking account, number xxxxx9039, in the name of Farrington &
Associates (“Farrington & Associates account™), usirig SWH check number 13161 in the
amount of $14,583.00 for the initial deposit.

14.  On or about October 27, 2004, Hill seconded a motiqn for the City
Council to approve a resolution supporting TDHCA tax-exempt bonds and 4% tax credits
for Cherrycrest Villas.

15.  On or about October 27, 2004, Hill moved the City Coqncil to accept
the CPC’s recommendation to approve a zoning change application for Rosemont at
Laureland.

16.  On or about October 27, 2004, Hill moved the City Council to
approve a resolution supporﬁng TDHCA tax-éxempt bonds and 4% tax credits for

Rosemont at Laureland.
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17.  On or about October 27, 2004, Hill moved the City Council to
approve a resolution supporting TDHCA tax-exempt bonds and 4% tax credits for
Rosemont at Scyene.

18.  On or about November 1, 2004, Farrington wrote and signed
Farrington & Associates temporary check in the amount of $5,500.00, made payable to
cash for “Consulting Agents.”

19.  On or about December 2, 2004, Lee caused to be created a template
for a sham invoice from Farrington & Associates to SWH.

20.  On or about December 2; 2004, Farrington attempted to fax to
Brian L. Potashnik a sham Farrington & Associates invoice for $14,583.00.

21.  On or about December 2, 2004, Farrington sent an email message to
Brian L. Potashhik requesting advance payment of her invoice.

22.  On or about December 2, 2004, Farrington forwarded to Hill her
email message to Brian L. Potashnik regarding advance payment of her invoice.

23.  Onor about Decernber72, 2004, Hill responded to Farrington’s
email message to Brian L. Potashnik regarding advance payment of her invoice and
encouraged Farrington’s efforts by stating, “EXCELLENT!”

24.  On or about December 2, 2004, Cheryl L. Potashnik signed SWH
check number 13311 in the amount of $14,583.00, made payable to Farrington &

Associates.
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25.  On or about December 3, 2004, Farrington endorsed and deposited
SWH check number 13311 in the amount of $14,583.00 into the Farrington & Associates
account, less $2,500.00 ih cash.

26.  On or about December 3, 2004, Farrington deposited $2,500.00
cash into her personal checking account, First Convenience Bank account number
xxxxx4553 (“Farrington’s personal account”).

27.  On or about December 10, 2004, Farrington signed Farrington &
Associates check number 508 in the amount of $3,000.00, made payable té cash for
“office expenditures.”

28.  On or about December 13, 2004, Brian L. Potashnik and Cheryl L.
Potashnik caused SWH to falsely categorize a $7,291.50 payment to Farrington &
Associates as a “legal” fee on a pre-development loan document for TX Laureland
Housing, LP. |

29.  On or about December 14, 2004, Brian L. Potashnik and Cheryl L.
Potashnik caused SWH to falsely categorize a $7,291.50 payment to Farrington &
Associates as a “legal” fee on a pre-develbpment loan document for TX Scyene Housing,
LP account.

30. Sometime on or before December 21, 2004, the exact date being
unknown to the Grand Jury, Farrington submitted a sham Farrington & Associates

invoice for January 2005 to SWH.
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31.  On or about December 21, 2004, Cheryl L. Potashnik purchased
Texas Capital Bank official check number 415971018 in the amount of $7,291.50, made
payable to Farrington & Associates, and listed “TX Scyene LP” as the remitter.

32.  On or about December 21, 2004, Cheryl L. Potashnik purchased
Texas Capital Bank official check number 415971019 in the amount of $7,291.50, made
payable to Farrington & Associates, and listed “TX Laureland LP” as the remitter.

33.  On or about December 21, 2004, Farrington endorsed and deposited
Texas Capital Bank official check numbers 415971018 and 415971019, eac;h in the
amount of $7,291.50, into the Farrington & Associates account, less $5,395.80 in cash.

34.  On or about December 23, 2004, Farrington wrote Farrington &
Assdciates check number 511 in the amount of $3,000.00, ymade payable to cash, for

“office expenditures.”

35.  On or about December 23, 2004, Farrington endorsed and cashed
Farrington & Associates check number 511 in the amoﬁnt of $3,000.00.

36. On or about Décember 29, 2004, Farrington signed Farrington &
Associates check number 512 in the amount of $2,500.00, made payabie to Farrington

for “Consulting Fee.”

37.  On or about December 29, 2004, Farrington endorsed and cashed

Farrington & Associates check number 512 in the amount of $2,500.00.
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38.  On or about December 29, 2004, Farrington deposited $800.00 cash
into her personal account.

39.  On or about December 29, 2004, Brian L. Potashnik and Cheryl L.
Potashnik caused SWH to falsely categorize a $4,861.00 payment to Farrington &
Associates as an “issuer” fee on a pre-development loan document for TX Cherrycrest
Housing, LP.

40.  On or about December 31, 2004, Brian L; Potashnik and Cheryl L.
Potashnik caused SWH to falsely characterize two paynients, in the amounts of
$7,291.50 and $4,861.00, to Farrington & Associates as payments for “bond-financial
consultant other” for TX Laureland Housing, LP.

41.  On or about January 4, 2005, Hill, using official City of Dallas
letterhead, signed support letters for Rosemént at Laurelénd and Rosemont at Scyene for
submission to the TDHCA, with blind copies to Lee and Brian L. Potashnik.

42.  On or about January 26, 2005, Farrington, using a fax machine at
Hill’s City Council office, faxed a sham Farrington & Associates progresé report and
invoice for February 2005 to SWH.

43.  On or about February 1, 2005, Cheryl L. Potashnik signed TX |
Laureland Housing, LP (“Laureland LP”) check number 26 in the amount of $7,291.50,

made payable to Farrington & Associates.
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44.  On or about February 1, 2005, Cheryl L. Potashnik signed TX
Scyene Housing, LP (“Scyene LP”) check number 25 iﬁ the amount of $7,291.50, made
payable to Farrington & Associates.

45.  On or about February 2, 2005, Farrington endorsed and deposited
Laureland LP check number 26 in the amount of $7,291.50 and Scyene LP check number -
25 in the amount of $7,291.50 into the Farrington & Associates account.

46.  On or about February 3, 2005, Farrington withdrew $10,250.00
cash from the Farrington & Associates account.

47.  On or about February 7, 2005, Robertson purchased a 1998 BMW
740 (“BMW?) using Millenium Investments Group check number 2956 in the amount of
$11,455.00.

48.  On or about February 7, 2005, at approximately 2:20 p.m.,
Farrington withdrew $15,000.00 cash from the Farrington & Associates account.

49.  On or about February 7,-2005, at approximately 2:20 p.m.,
Farringtdn- purchased First Convenience Bank cashier’s check ﬁumber 538325 in the
amount of $15,000.00, made payable to “Millenium.”

50.  On or about February 23, 2005, Lee told Robertson to put the title to
the BMW in the name of Farrington & Associates.

51. Onor about February 23, 2005, Lee asked Robertson to find “a nice

Lexus” for him.
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52.  On or about February 23, 2005, Farrington faxed a sham Farrington
& Associates invoice for March 2005 to SWH.

53.  On or about February 28, 2005, Cheryl L. Potashnik signed
Laureland LP check number 35 in the amount of $7,291.50, made payable to Farrington
& Associates.

54.  On or about February 28, 2005, Cheryl L. Potashnik signed Scyene
LP check number 32 in the amount of $7,291.50, made payable to Farrington &
Associates.

55.  On or about March 1, 2005, Lee complained to Brian L. Potashnik
thét Farrington had not been paid yet.

56.  On or about March 1, 2005, Brian L. Potashnik told Lee that
Farrington’s one-page invoices were not sufficient and that they needed to “build up a
file.”

57.  On or about March 2, 2005, Farrington endorsed and deposited
Laureland LP check number 35 in the amount of $7,291.50 and Scyene LP check number
32 in the amount of $7,291.50 into the Farrington & Associates account.

58.  On or about March 2, 2005, Farrington withdrew $1,300.00 cash
from the Farrington & Associates account.

59.  On or about March 2, 2005, Farrington deposited $1,200.00 cash

into her personal account.
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60.  On or about March 7, 2005, at approximately 1:25 p.m., Lee asked
Farrington to withdraw $10,000.00 cash for him.

61.  On or about March 7, 2005, at approximately 2:08 p.m., Hill told
Farrington to withdraw only $9,000.00 cash for Lee to avoid the creation of a currency
transaction report.

62.  On or about March 7, 2005, Farrington signed Farrington &
Associates check number 522 in the amount of $2,500.00, made payable to Farrington
for “Fee.”

63.  On or about March 7, 2005, at approximately 2:30 p.m., Farrington
endorsed and cashed Farrington & Associates check number 522 in the amount of
$2,500.00.

64.  On or about March 7, 2005, at approximately 2:42 p.m., per Lee’s
request and Hill’s instruction, Farrington withdrew $9,000.00 cash from the Farrington
& Associates account.

65.  On or about March 8, 2005, Hill instructed Farrington to ask Brian
L. Potashnik for $3,000.00. |

66.  On or about March 8, 2005, Hill deposited $2,500.00 cash into
Comerica bank account number xxxxxx4728 (“Hill’s campaign account”).

67.  On or about March 10, 2005, Lee toyld Robertson he was going to

give him $10,000.00 for a car.
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68.  On or about March 11, 2005, Lee made a $10,000.00 down payment
on a 2001 Lexus RX 300 that he purchased from Millenium Investments Group.

69.  On or about March 11, 2005, Robertson deposited $8,000.00 cash
into his personal checking account, Bank One account number xxxxx1284 (“Robertson’s

personal checking account™).

70.  On or about March 11, 2005, Robertson transferred $8,000.00 from -

his personal checking account into the Millenium Investments Group account, Bank One
account number xxxxxx4070 (“Millenium Investments account”).

71.  On or about March 17, 2005, Hill told Farrington to say “under
oath” that the BMW was a retainer fof her lawyer.

72.  On or about March 31, 2005, Farrington faxed a sham Farrington &
Associates invoice for April 2005 to SWH.

73.  On or about March 31, 2005, Cheryl L. Potashnik signed Laureland
LP check number 44 in the amount of $7,291.50, made payablé to Farrington &
Associates.

74.  On or about March 31, 2005, Cheryl L. Potashnik signed Scyene
LP check number 40 in the amount of $7,291.50, made payable to Farrington &
Associates.

75.  On or about March 31, 2005, at approximately 3:48 p.m., Lee asked

Farrington if she had sent an invoice to SWH yet.
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76.  On or about March 31, 2005, at approximately 3:48 p.m,,
Farrington told Lee that she sent the invoice to SWH and that the checks would be ready
the next day.

77.  On or about April 1, 2005, Farrington endorsed and deposited
Laureland LP check number 44 in the amount of $7,291.50 into the Farrington &
Associates account.

78.  On or about April 1, 2005, Farrington endorsed and deposited
Scyene LP check number 40 in the amount of $7,291.50 into the Farrington & Associates
account, less $3,085.00 cash. |

79.  On or about April 4, 2005, Hill deposited $1,300.00 cash into
Comerica bank account number );xxxxx7445 (Hill’s personal account™).

80.  On or about April 6, 2005, Hill deposited $850.00 cash into his
personal account.

81.  On or about April 8, 2005, Hill deposited $150.00 cash into his
personal account.

82.  On or about April 12, 2005, Brian L. Potashnik left a voicemnail
message for Lee informing him that a plan commissioner known to the Grand Jury was
going to block the approval of SWH’s special use permit for the clubhouse at Rosemont

at Laureland.
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83.  On or about April 15, 2005, when discussing SWH’s application for

a special use permit for the clubhouse at Rosemont at Laureland, Lee told Brian L.

Potashnik: “I have the votes.”

84.  On or about April 21, 2005, Lee told Farrington to withdraw
$4,000.00 and bring it to hlm -

85. Onor about April 21, 2005, Farrington withdrew $4,000.00 cash
from the Farrington & Associates account.

86.  On or about April 28, 2005 , Lee asked a City employee known to the
Grand Jury to draft a memo to the CPC chairman stating that Lee supported the staff’s
recommendation to approve two SWH zoning matters in District 5 that were set on the
CPC’s agenda for the next day and to file the memo on the record.

87.  On or about April 28, 2005, Farrington left a voicemail message for
Lee askjnghim to get Brian L. Potashnik to “cut that check.”

88.  Sometime on or before May 2, 2005, the exact date being unknown
to the Grand Jury, Farrington submitted a sham Farrington & Associates invoice for May
2005 to SWH.

89.  On or about May 2, 2005, Cheryl L. Potashnik signed Laureland
LP check number 52 in the amount of $7,291.50, made pajable to Farrington &

Associates.
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90.  On or about May 2, 2005, Cheryl L. Potashnik signed Scyene LP
check number 45 in the amount of $7,291.50, made payable to Farrington & Associates.

91.  On or about May 4, 2005, Farrington endorsed and deposited
Laureland LP check number 52 and Scyene LP check number 45, each in the amount of
$7,291.50, into the Farrington & Associates account.

92.  On or about May 11, 2005, Lee asked Farrington to withdraw
enough cash to pay his tithe.

93.  On or about May 12, 2005, Farrington withdrew $1,783.00 cash
from the Farrington & Associates account.

94.  On or about May 12, 2005, Hill deposited $625.00 cash into his
personal account.

95. | On or about May 13, 2005, Hill deposited $550.00 cash into his
personal account,

96.  On or about May 16, 2005, Hill deposited $750.00 cash into his
personal account. |

97.  On or about May 17, 2005, Farrington withdrew $2,040.00 cash
from the Farrington & Associates account.

98.  On or about May 20, 2005, at approximately 4:34 p.m., Lee asked

Farrington to bring him $5,000.00.
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99.  On or about May 20, 2005, at approximately 5:14 p.m., Farrington
withdrew $5,000.00 cash from the Farrington & Associates account.'

100. On or about May 20, 2005, Hill deposited $275.00 cash into his
personal account.

101. Onor ébout May 23, 2005, Hill deposited $300.00 cash into his
personal account.

102. On or about June 1, 2005, Hill deposited $500.00 cash into Iﬁs
personal account. |

103. On or about June 2, 2005, Farrington faxed to SWH a sham
Farrington & Associates invoice for $14,583.00. |

104. On or about June 9, 2005, Hill told Farrington to pick up “the
check” at SWH Before SWH closed for an employee’s funeral because otherwise the
funeral could delay receipt of the check. | |

105. On or about June 13, 2005, Hill deposited $900.00 cash into his
personal account.

106. On or about June 14, 2005, Cheryl L. Potashnik signed Laureland
LP check number 65 in the amount of $7,291.50, madé payable to Farrington &
Associates.

107. On or about June 14, 2005, Cheryl L. Potashnik signed Scyene LP

check number 53 in the amount of $7,291.50, made payable to Farrington & Associates.
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108. On or about June 16, 2005, Farrington endorsed and deposited
Laureland LP check number 65 and Scyene LP check number 53, each in the amount of

$7,291.50, into the Farrington & Associates account.

Bribe Payments Concealed as Gifts to CHDOs
109. In or about August 2004, the exact date being unknown to the Grand

Jury, Lee asked the president of an organization known to the Grand Jury (“Organization
A”) to hire him as a consultant to bring real estate development projects to Organization
A.

110. In or about August 2004, the exact date being unknown to the Grand
Jury, Lee told the president of Organization A (“President A”) that Farrington &
Associates was his company.

111. In or about August 2004, the exact date being unknown to the Grand
Jury, at an advisory committee meeting for Organization A, Hill endorsed Lee as a
consultant,

112.  On or about September 23, 2004, in accordance with the sham deed
restrictions to which Brian L. Potashnik agreed (see 1] 4-8 supra), Lee called President
VA regarding a possible partnership between Organization A’s Community Development

Corporation (“CHDO A”) and SWH on Rosemont at Laureland.
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113, Sometime in or about October 2004, the eiact date being unknown
to the .Grand Jury, Lee introduced an attorney known to the Grand Jury (“Attorney”), to
President A and explained thét Attorney was going to work on the agreement between
CHDO A and SWH.

114. Sometime on or before October 6, 2004, the exact date being
unknown to the Grand Jury, Hill, Lee and Farrington met with the president of a CHDO
known to the Grand Jury (“CHDO B”), regarding a possible partnership between CHDO
B and SWH on Rosemont at Scyene.

115. Sometime on or before October 6, 2004, the exact date being
unknown to the Grand Jury, Farrington told the president of CHDOB (“President B”)
that CHDO B had to enter into a written consulting agreement with Farriligton to be
involved in Rosemont at Scyene.

116. On or about October 6, 2004, Farrington executed an employment
agreement with CHDO B pursuant to which CHDO B'agreed to hire Farrington as a
Senior Project Manager and pay her $30,000.00 per year.

117. On or about October 14, 2004, at approximately 12:30 p.m,,
Farrington met with Attorney to discuss CHDO A’s and CHDO B’s roles with respect to
Rosemont at Laureland and Rosemont at Scyene, respectively.

118. On or about October 21, 2004, at approximately 9:30 a.m., Hill, Lee,

Brian L. Potashnik and Cheryl L. Potashnik met with DHA’s president to request the
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DHA’s partnership with SWH on Rosemont at Laureland and Rosemont at Scyene.

119. Sometime on or before October 26, 2004, the exact date being
unknown to the Grand Jury, Farrington introduced Attorney to President B and
explained that Attorney was going to work on the agreement between CHDO B and
SWH.

120. On or about October 26, 2004, Brian L. Potashnik caused SWH to
issue a $7,500.00 check made payable to Attorney for CHDO B’s retainer fee.

121. Sometime in or about late October 2004, the exact date being
unknown to the Grand Jury, Lee brought Spencer to CHDO B’s offices to meet with
President B regardihg a constructibn consulting agreemen;c between CHDO B and the
LCG, which required CHDO B to pay the LCG a $2,500.00 monthly retainer fee.

122. Sometime in or about late October 2004, Farrington told President
B that the construction consulting agreement between CHDO B and the ;LCG was going
to be part of a master agreement with SWH and that SWH would pay the LCG’s
$2,500.00 retainer fee.

123.  On or about October 29, 2004, Farrington directed President B to
send an invoice to SWH, instructing Preéident B to bill SWH $3,475.00 for Farrington’s
services and $2,500.00 for Spencer’s services.

124. On or about October 29, 2004, Farrington caused President B to

issue an invoice in the name of another company owned by President B (“CHDO B’s
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related company”) to SWH in the amount of $7,475.00.

125.  On or about November 1, 2004, Spencer emailed to President B a
Construction Management and Marketing Plan Agreement between CHDO B and the
LCG, which required CHDO B to pay the LCG a $2,500.00 monthly retainer fee.

126.  On or about November 19, 2004, Brian L. Potashnik signed SWH
check number 13277 in the amount of $7,475.00, made payable to CHDO B’s related
company.

127. On or about November 24, 2004, Farrington endorsed and cashed
CHDO B’s related company check number 2067 in the amount of $1,500.00, made
payable to Farrington & Associates.

128.  On or about November 30, 2004, Farrington endorsed and cashed
CHDO B’s related company check number 11003 in the amount of $4,475 .00, made
payable to Farrington & Associates.

129.  On or about December, 1, 2004, Farrington gave $2,975.00 cash to
Lee and kept $1,500.00 cash for herself.

130.  On or about December 1, 2004, Farrington deposited $1,200.00
cash into her personal bank account.

| 131. On or about December 1, 2004, Hill sent an email message to the
DHA'’s president, explaining the necessity of three-party master agreements among SWH,

DHA and CHDOs A and B on Rosemont at Laureland and Rosemont at Scyene.
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132.  On or about December 2, 2004, Hill sent an email message to
Attorney, Lee and Farrington, directing Attorney to include certain language about
CHDOs A and B in the SWH master agreements.

133.  On or about December 6, 2004, Farrington signed Farrington &
Associates check number 507 in the amount of $2,500.00, made payable to cash for
“Contracted Consultant Fee.”

134. On or about December 6, 2004, Farrington éndorsed and cashed
Farrington & Associates check number 507 in the amount of $2,500.00.

135. On or about December 13, 2004, Lee sent an email to Brian L.
Potashnik, with copies to Hill and Attorney, advising Brian L. Potashnik that forty
percent of the Rosemont at Laureland and Rosemont at Scyene construction budgets
would be administered by the CHDOs.

136. On or about December 31, 2004, Brian L. Potashnik and Cheryl L.
Potashnik caused SWH to falsely characterize a $7,500.00 payment to Attorney as a
payment for “permits-expediter” on TX Laureland Housing, LP.

137. On or about January 5, 2005, Hill sent an email message to Attorney,
telling him to speak to Lee about drafting a gift provision for the SWH master
agreements, which would require Brian L. Potashnik and Cheryl L. Potashnik to make
$25,000.00 annual gifts to CHDOs A and B in addition to the $25,000.00 partnership

payments for social services.
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138.  On or about January 5, 2005, Lee caused an email message to be sent
to Attorney, instructing him to draft the $25,000.00 gift provision for the SWH master
agreements. |

139. On or about January 6, 2005, Hill told President B that he would
ensure that SWH paid CHDO B.

140. ‘On or about' January 19, 2005, Lee caused to be created and
submitted a sham Farrington & Associates invoice to Organization A for $14,500.00 for
services purportedly provided on Rosemont at Laureland from October 2004 to January
2005.

141.  On or about January 19, 2005, Brian L. Potashnik committed to
make three annual gifts of $25,000.00 each to CHDOs A and B.

142.  On or about J anuary 19, 2005, Lee created a sham Farrington &
Associates invoice to SWH for $25,000.00 for services purportedly provided on
Rosemont at Laureland from October 2004 to J. anuary 2005.

143.  On or about January 19, 2005, Lee created a sham Farrington &

Associates invoice to SWH for $25,000.00 for services purportedly provided on

Rosemont at Scyene from October 2004 to January 2005.
144. On or about January 25, 2005, Brian L. Potashnik caused Laureland

LP to issue check number 13 in the amount of $25,000.00, made payable to CHDO A.
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145. On or about January 25, 2005, Brian L. Potashnik caused Scyene
LP to issue check number 19 in the amount of $25,000.00, made payable to CHDO B.

146. On or about January 25, 2005, Brian L. Potashnik caused SWH to
issue check number 13535 in the amount of $25,000.00, made payable to CHDO B.

147.  On or about January 28, 2005, Brian L. Potashnik caused SWH to
issue check number 13536 in the amount of $25,000.00, made payable to CHDO A.

148. On or about February 1, 2005, Farrington endorsed and deposited
Chase Bank check number A 4150012273 in the amount of $12,500.00, which was
remitted by CHDO B, into the Farrington & Associates account, léss $7,000.00 cash.

149. On or about February 1, 2005, Farrington endorsed and deposited
Chase Bank official check number 462664823 in the amount of $12,500.00, which was
remitted by CHDO B, into the Farrington & Aéso_ciates account.

150. On or about February 15, 2005, Lee created and submitted a sham
Farrington & Associates invoice to Organization A for $5,000.00 for the “ekecutive
consulting services” he purportedly provided on Rosemont at Laureland.

151. On or about February 18, 2005, Farrington endorsed and deposited
CHDO A checic number 2405 in the amount of $5,000.06, made payable to Farrington &

Associates, into the Farrington & Associates account.
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10% Kickbacks under Arbor Woods Construction Subcontract
.

152.  Sometime in or about October 2004, the exact date being unknown
to the Grand Jury, and in accordance with the sham deed restrictions to which Brian L.
Potashnik agreed (see 9 4-8 supra), Lee told Brian L. Potashnik that he wanted Brian
L. Potashnik to award construction contracts to Hill and Lee’s associates.

153.  On or about October 5, 2004, Slovacek emailed a subcontractor
agreement form to Robertson.

154. On or about October 6, 2004, Brian L. Potashnik caused SWH to
fax to a person known to the Grand Jury a competitive bid for concrete work on SWH’s
Arbor Woods project, which Affordable Housing Construction had received from a
concrete construction company known to the Grand Jury. |

155.  On or about October 6, .2004, Slovacek emailed to Lee a proposal
for concrete work on Arbor Woods.

156.  On or about October 27, 2004, Slovacek emailed RON-SLO’s
concrete bid for Arbor Woods to Spencer and instructed her to edit the header to insert
Article IV’s name and certification number and to then print, sign and fax the bid to
Affordable Housing Construction. |

157. On or about October 27, 2004, Spencer submitted Article IV’s bid
for concreté work on Arbor Woods in the amount of $809,543.04 to Affordable Housing

Construction, -
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158.v On or about November 4, 2004, Spencer filed a Certificate of

Ownership for Unincorporated Business or Profession for the LCG Development Group

" under the Dallas County Assumed Name Records.

159. On or about December 9, 2004, Slovacek submitted RON-SLO’s
proposal for concrete work on Arbor Woods in the amount of $756,878.27 to Article I'V.

160. In or about December 2004, the exact date being unknown to the
Grand Jury, Brian L. Potashnik directed Affordable Housing Construction personnel to
award the Arbor Woods concrete contract to Article IV even though Affordable Housing
Construction personnel had already awarded the contract to another company.

161. On or about December 22, 2004, Spencer signed a contract with
Affordable Housing Construction in the amount of $741 ,000.00 to perform concrete work
at Arbor Woods. |

162. On or about January 7, 2005, Spencer signed a contract with
Affordable Housing Construction in the amount of $58,500.00 to perform édditional
concrete work at Arbor Woods.

163. On or about February 28, 2005, Cheryl L. Potashnik signed
Affordable Housing Construction check number 28783 in the amount of $54,630.00,
made payable to the LCG and RON-SLO.

164. On or about March 3, 2005, Slovacek endorsed Affordable Housing

Construction check number 28783 in the amount of $54,630.00, made payable to the
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LCG and RON-SLO, and caused it to be deposited into the RON-SLO account.

165. Omor aboui March 3, 2005, Slovacek left a voicemail message for
Lee about a sham invoice from The 825 Company to Millennium Land Development for

a zoning matter in North Richland Hills and Saginaw.

166. On or about Mérch 11, 2005, Slovacek signed Millennium Land
Development check number 37 in the amount of $5,500.00, made payable to Farrington &

Associates, that purported to be for “Zoning and Planning Services.”

167. On or about March 11, 2005, Farrington endorsed Millennium Land

Develbpment check number 37 in the amount of $5,500.00, and made it payable to

Millenium Investments Group.

168. On or about March 11, 2005, the same date that Robertson
deposited $8,000.00 cash into his personal account and transferred $8,000.00 into the
Milienium Invesﬁnents account (see Y 69-70 supra), Robertson deposited Millennium
Land Development check number 37 in the amount of $5,500.00, which was made
payable to Farrington & Associates, into the Millenium Investments account.

169. On or about March 29, 2005, Cheryl L. Potashnik signed
Affordable Housing Construction check number 29132 in the amount of $41,580.00,

made payable to the LCG and RON-SLO.

170. On or about March 29 2005, Cheryl L. Potashnik signed

Affordable Housing Construction check number 29133 in the amount of $140,310.00,
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m#de payable to the LCG and RON-SLO.

171. On or about March 30, 2005, Slovacek endorsed Affordable
Housing Construction.check numbers 29132 and 29133, which totaled $1 81,890.00, and
caused them to be deposited into the RON-SLO account.

172. On or about March 31, 2005, Slovacek signed Millennium Land
Development check number 42 in the amount of $1 8,000.00, made payable to Farrington
& Associates.

173. On or about March 31, 2005, Slovacek dréfted a cover letter
addressed to “D’ Angelo Leé, Farrington & Associates” in which Slovacek stated as
follows: “Please find attached the current progress payment for the apartment zoning/tax
credit consultation for the property in Saginaw. I appreciate your help in narrowing down
and simplifying the tax credit aﬁproval process. I’ve also identified additional sites that I
may require your services in order to properly bomplete my due diligence for those sites.”

174.  On or about March 31, 2005; Slovacek placed the cover letter and
Millennium Land Development check number 42 in the amount of $18,000.00 in an
envelope addressed to “D’ Angelo Lee, The LKC.”

175. On or about April 1, 2005, Farrington endorsed and deposited

Millennium Land Development check number 42 in the amount of $18,000.00 into the

Farrington & Associates account.
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176.  On or about May 4, 2005, Cheryl L. Potashnik signed Affordable
Housing Construction number 29434 in the amount of $106,470.00, made payable to the
LCG.

177.  On or about May 4, 2005, Spencer converted Affordable Housing
Construction number 29434 in the amount of $106,470.00 into Texas Capital Bank

official check number 415971344 in the amount of $106,470.00, made payable to the
LCG.

178. On or about May 5, 2005, Slovacek caused Texas Capital Bank
official check number 415971344 in the amount of $106,470.00 to be deposited into the
RON-SLO account.

179. On or about May 6, 2005, Sl-ovacek signed Millennium Land
Development check number 52 in the amount of $10,000.00, made payable to The LKC.

180. On or about May 6, 2005, Spencer deposited Millennium Land
Development check number 52 in the amount of $10,000.00 into The LKC’s account,
Prosperity Bank account number xxx0031 (“The LKC account™).

181.  On or about May 23, 2005, Cheryl L. Potashnik signed Affordable
Housing Construction check number 29710 in the amount of $12,766.00, made payable to
the LCG. |

182. On or about May 23, 2005, Cheryl L. Potashnik signed Affordable

Housing Construction check number 29711 in fhe amount of $276,134.00, made payable
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to the LCG and RON-SLO.

183. On or about May 26, 2005, Spencer endorsed and deposited
Affordable Housing éonsuucﬁon check number 29710 in the amount of $12?766.00 into
the LCG’s account, Prosperity Bank account number xxx4971 (“LCG account”).

184. On or about May 26, 2005, Slovacek deposited Affordable Housing
Construction check number 29711 in the amount of $276,134.00 into the RON-SLO
account.

185. On or about May 26, 2005, Slovacek signed Millennium Land
Development check number 18 in the amount of $20,000.00, made payable to The LKC.

'1 86. On or about May 26, 2005, Spencer deposited Millennium Land
Development check number 18 in the amount of $20,000.00 into The LKC account.

187. On or about June 2, 2005, Slovacek signed Millennium Land
Development check number 64 in the amount of $12,000.00, made payable to Farrington

188. On or about June 8, 2005, Farrington endorsed Millennium Land
Development check number 64 in the' amount of $12,000.00 and deposited it into the
Farringtoh & Associates account.
Additional Construction Contracts for Hill and Lee’s Associates

189. On or about April 11, 2005, Slovacek emailed a concrete bid to

Spencer for Rosemont at Scyene and instructed her to change the headings and addresses
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from RON-SLO to the LCG.

190. On or about April 11, 2005, Slovacek emailed a concrete bid to -
Spencer for Rosemont at Laureland.

191.  On or about April 12, 2005, Lee asked Slovacek whether Slovacek
needed Lee to “run any interference on the concrete” for Rosemont at Laurelénd and
Rosemont at Scyene.

192. On or about April 22, 2005, at approximately 11:43 a.m., while
discussing the bid amounts for concrete subcontracts on Rosemont at Laureland and
Rosemont at Scyene, Lee told Slovacek that he was going to mbct with Brian L.
Potashnik that afternoon and that he was going to “have the conversation with him.”

193.  On or about April 22, 2005, at approximately 5:50 p.m., Lee
instructed Spencer to send bids to Brian L. Potashnik for cqncrete subcontracts on
Rosemont at Laureland and 'Rdsemont at Scyene.

194. On or about April 26, 2005, at apprbximately 6:03 p.m., Brian L.
Potashnik asked Lee for Hill’s help on a City Council vote involving the Walker Consept
 Decree that was scheduled for the next day.

195. On or about April 26, 2005, at approximately 6:10 p.m., Brian }L.
Potashnik and Lee discussed how Lee and the LCG could obtain construction

subcontracts from SWH without actually performing the work.
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196. On or about April 26, 2005, at approximately 7:36 p.m., Brian L.
Potashnik and Cheryl L. Potashnik spoke with Hill and Lee to confirm that Hill was
going to move the City Council to make the DHFC Walker amendment retroactive.

197. On or about April 26, 2005, at approximately 7:36 p.m., when
discussing Hill’s official assistance with the DHFC Walker amendment, Lee told Brian
L. Potashnik and Cheryl L. Potashnik: “He said he’ll do it.”

198. On or about April 26, 2005, at approximately 7:36 p.m., when Brian
L. Potashnik was explaining to Hill why he did not want the Walker requirement to
apply to SWH’s projects, Hill responded: “Okay. I got it.”

199. On or about April 26, 2005, at approximately 7:48 p.m., Hill told
Lee, Slovacek and Spencer to keep the concrete bids for Rosemont at Laureland and
Rosemont at Scyene at the “higher number” because Brian L. Potashnik was asking for
another favor.

200. On or about April 26, 2005, at approximately 7:50 p.m., Lee asked
Slovacek whether he had submitted a framing bid to Affordable Housing Construction,
noting that he wanted to use Robertson as the minority front on that contract.

201. On or about April 27, 2005, at approximately 9:00 a.m., Hill moved
the City Council to remove the DHFC Walker amendment item from the Council’s

consent agenda and consider it individually.
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202. On or about April 27, 2005, at approximately 10:18 a.m., Lee told
Brian L. Potashnik that the DHFC Walker amendment was the next item on the
Council’s agenda and that, with respect to fairness, Hill and Lee wanted Brian L.
Potashnik to facilitate the award of construction subcontracts to Spencer and Slovacek.

203, On or about April 27, 2005, Slovacek emailed revised concrete bids
to Spencer for Rosemont at Laureland and Rosemont at Scyene.

204. On or about April 28, 2005, at approximately 9:36 am., Lee told
Hill that, by making the Walker amendment retroactive, Bﬁan L. Potashnik was going to
save $1,000,000.00 on Rosemont at Laureland and Rosemont at Scyene.

205. On or about April 28, 2005, at approximately 9:36 a.m., when
discussing the economic value to Brian L. Potashnik of making the Walker amendment
retroactive in light of Hill and Lee’s request that SWH award subcontracts to their
associates, Lee told Hill: “So I think I, we, we got him.”

206. On or about April 28, 2005, at approximately 9:36 a.m., in response
to Lee’s statement that “we got him,” Hill encouraged Lee’s efforts by stating: “Very

good. Very good. Very good. Good job, man, good jo J

207. On or about April 28, 2005, at approximately 12:15 p.m., Lee told
Brian L. Potashnik that the City Council made the DHFC Walker amendment

retroactive.
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208. On or about April 28, 2005, at approximatély 12:15 pm., in response
to Lee’s statement that the City Council made the DHFC Walker amendment rétroactive,
Brian L. Potashnik stated: “Let Don know that I appreciate him.”

209. On or about April 28, 2005, at approximately 12:15 p.m., Brian L.
Potashnik told Lee that the value to him of the City Council making the DHFC Walker
amendment retroactive was “about a million bucks.”

210. On or about April 28, 2005, at approximately 12:24 p.m., when
discussing subcontracts for Hill and Lee’s associates, Lee told Brian L. Potashnik:
“They got to make some, some chips off of it.”

211. On or about April 28, 2005, at approximately 12:57 p.m., Lee told
Robertson that he had a framing subcontract on a multifamily residential project for him.

212.  On or about April 28, 2005, at approximately 1:07 p.m., Lee lefta
voicemail message for Brian L. Potéshnik telling Brian L. Potashnik to call him
“ASAP.”

213.  On or about April 28, 2005, at approximately 1:09 p.m., Slovacek |
informed Lee that Slovacek had heard that SWH awarded the concrete subcontracts to
someone else.

214. On or about April 28, 2005, at approximately 2:06 p.m., Lee left
another voicemail message for Brian L. Potashnik, stating: “Give me a call.... There is

an 1ssue that’s arised.”
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215.  On or about May 4, 2005, Slovacek asked Lee if he could take off
the $250,000.00 “tax” on the concrete bids to SWH in order to be competitive.

216.  On or about May 4; 2005, Lee responded to Slovacek’s question
about the “tax™ by asking: “Then what do, what do ... I mean, what do I make?”

217.  On or about May 13, 2005, Slovacek suggested to Lee that he ask -
Brian L. Potashnik for Affordable Housing Construction’s budgets for other contracts,
including sheet rock and electrical, so that the LCG would get the “opportunity to look at
it first.”

218.  On or about May 13, 2005, Spencer emailed revised concrete bids
for Rosemont at Laureland and Rosemont at Scyene to Affordable Housing Construction
and copied Brian L. Potashnik on the email.

219.  On or about May 14, 2005, Hill left a voicemail message for Brian
L. Potashnik stating that he wanted to meet with him on Monday to talk about
construction contracts for Spencer and Slovacek.

220.  On or about May 16, 2005, at approximately 2:23 p.m., Hill lefta
voicemail message for Brian L. Potashnik asking for Brian L. Potashhik’s
“assistance.”

221.  On or about May 16, 2005, at approximately 4:38 p.m., Brian L.

Potashnik returned Hill’s telephone call.
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222. On or about May 18, 2005, Brian L. Potashnik advised Lee to tell
Spencer to meet with an Affordable Housing Construction employee known to the Grand
Jury who would “set her up with a couple of contracts.”

223. On or about May 18, 2005, when discussing Spencer’s bids on SWH
projects, Brian L. Potashnik told Lee: “You know, if we can get the numbers to line up
so that when somebody starts looking up my skirt with a microscope, which is inevitable,
I can justify it.”

224. On or about May 18, 2005, Brian L. Potashnik told Lee that he
wanted to schedule a meeting for the next week and stated: “I want us to sit Andrea down
with the construction guys, myself personally, and see if we can’t figure out, ybu know,
exactly what we can have her start working on.”

225. On or about May 26, 2005, Lee suggested to Hill that they make
Brian L. Potashnik award a framing subcontract to Slovacek through deed restrictions.

226. On or about May 26, 2005, in response to Lee’s suggestion about
obtaining a framing subcontract for Slovacek through deed restrictions, Hill responded,
“We’ll, we’ll, we’ll get that done. We’ll get that done, man. We’ll gét that done. We

will get it done. We will get it done.”

Bribes Concealed as Birthday Party Contributions

227. On or about November 9, 2004, Farrington drafted a memo to

Slovacek soliciting funds for HilP’s birthday party, instructing him that “[y]jour check
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should be made payable to Farrington & Associates” and noting that “I appreciate your
participation as will Deputy Mayor Don ﬂill.”

228. Omn or about November 9, 2004, Slovacek signed Millennium Land
Development check number 11 in the amount of $1,700.00, made payable to Farrington &
Associates.

229. On or about November 9, 2004, Farrington drafted a memo to
Brian L. Potashnik soliciting funds for Hill’s birthday party, instructing’him that “[y]jour
check should be made payable to Farrington & Associates,” and noting that “I appreciate
your participation as will Deputy Mayor Don Hill.”

230. On or about November 9, 2004, Cheryl L. Potashnik signed SWH
check number 13341 in the amount of $3,7SQ.OO, made payable to Farrington &
Associates. |

. 231.  On or about November 9, 2004, Farrington wrote Farrington &
Associates check number 501 in the amount of $3,725.00, made payable to an entity
known to the Grand Jury, for “Don Hill’s Birthday.”

232. On or about November 9, 2004, Farrington wrote Farrington &
Associates check number 502 in the amount of $3,725.00, made payable to an entity
known to the Grand Jury, for “Don Hill’s Birthday.”

233.  On or about November 11, 2004, Farrington endorsed and

deposited SWH check number 13241 in the amount of $3,750.00 into the Farrington &
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Associates account.

234.  On or about November 19, 2004, Farrington endorsed and
deposited Millennium Land Development check number 11 in the amount of $1,700.00
into the Farrington & Associates account.

235.  On or about December 31, 2004, Brian L. Potashnik and Cheryl L.
Potashnik caused SWH to falsely characterize the $3,750.00 payment to Farrington &
Associates for Hill’s birthday party as a developmént consulting expense.

236. The Grand Jury hereby alleges and incorporates, by reference herein,
all of the allegations set forth in Counts Eleven through Fourteen of this indictment as

overt acts of this conspiracy.

All in violation of 18 U.S.C. § 371 (§§ 666(a)(1)(B) and 666(a)(2)).‘
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